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Dear Applicant:

We have considered your letter dated P in
which you seek a group examption for your menbar districts under

soitioi 501(c) (3) of the Internal Revenue Code effectiva Ay

our records shov that you were recognized
saction 501(c) (3) of the Code by letter dated

and that you ware to be a ion 509 (a) (2) public charit
by latter dated | ). Your letter dated
was not received by the Service until

The information

P sat policy and procedures under ch the
State Soil and watar Conservation Districts (hereatt Districts)
must operate, as wall as budget approval for their tqmds.

You are seeking a group exemption letter cavarilq
your member Districts. The information shows that thq District
are political subdivisions of the 1. It is
represented that tha Districts recaive funds from the State,
Count{ commissions, rental of equipment thaey own, and grants and
donations from the public. Further, it is repraesaente that the

pistricts do not have the powar levy and collect taxes.
H Districts recai o of the MNP

You represent that the Districts work with farmers and land
owners concerning soil conservation practices. Also, jyou
represent that the Districts work with local schools|and provide
aducational programs with respect to soil conservation. Further,
you represent that the Districts sponsor workshops, seminars, and
field days for teachers, students and the general public
concerning soil erosion and other environmental topi¢s.

The information furnished shows that the Distrigts are
governed by District supervisors who are elected by County
residents. Also, the information furnished shows that County
Commissions appropriata funds and/or servicas to the'District-.
Further, you state that, in addition to state and County funding,
the Districts solicit funds from the public and sell|conservation
related items to the public. However, you represent fhat the
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Districts do not engage in business ventures that competa with
private enterprise.

The information furnished shows that you operate, on a
calendar year basis and that the Districts operate on a fiscal
year basis ended Jummg You raprasent that the Districts will
fila individual Forms 990.

Ol of your governing instrument provides that "the
supreme authority in the direction and control [of your affairs)
shall rest in the maembarship.® Thus it appears that your member
Dis:ric:: control you, rather than you controlling the member
Districts. '

W: your governing instrument
provides that on S8 onl your assets shall be distributaed to

any not-for-profit corporation.

rg creating

We asked you to submit a sample of g
aox ant. You furnished a sample of ths

» ‘ . The_ipnformation
rnished SNUWS chat a pet on wvas filed with the §
Jror the establishment of so0il and
water d

The information furnished shows that in

no agraesmants with you. :

requl ns, forms and othar documents to
) not to you.

Saction 501(c) (3) of the Internal Revanus Code ﬂrovidas, in

part, for the examption from federal income tax of organizations

organized and operated axclusively for charitable purposes.

Section 1.501(c) (3)~1(a)(1) of the Income Tax Rggulations

' provides that in order to be exempt as an organizatign described
in section 501(c) (3) of the Code, an organization must be both
organised and operated exclusively for one or more of the
purposes specified in such saction. 1If an organizatjon fails to

meat either the organizational tast or the operational test, it

is not exempt.

i
Section 1.501(c) (3)-1(b) (4) of the regulations provides, in
part, that an organization is not organized exclusively for one
or more exampt purposes unless its assets are dadica#ed to an

It appears from the that the boar& of
supervisors of the county a copy yulas
«e‘iilii.li.lllilllll’
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aexempt purpose. An organization’s assets will be dedicated to an
exempt purposae if, upon dissolution , the organization’s assets
are distributed to an organization which is tax exemptr under
section 501(c) (3) of the Code, or to the Fedaral gove nt or a
State for exclusively public purposes. f .

Section 3.01 of Rev. Proc. 80-27, 1980-1 C.B. 677, providaes
that a group exemption letter is a ruling or determination letter
jssued to a central organization recognizing on a group basis tha
exemption undar section 501(c) of the Code of subordinate
orqa?i:ations on whose behalf the cantral organization has
appl .

Section 3.02 of Rev. Proc. 80-27, provides that a cantral
organization is an organization that has one or more.subordinates
under its ganeral supervision or control.

section 3.03 of Rev. Proc. 80-27, provides that a
subordinate is a chapter, local, post, or unit of a central
organization. : :

Saction 4.02 of Raev. Proc. 80-27, provides that a central
organization must establish that the subordinates to be included
in tha group exemption letter are: ' .

1 Affiliated with it;

2 Subject to its ganaral supervision or cdntrol;
' 1

3 All exempt under the same paragraph of ﬁ::tion

501(c) of tha Code, though not necessarily ithe

paragraph under which the central organizatiion is

_axenpt; _ |

4 Not private foundations, if the applicatiion for a
- group exemption letter involvaes section 501(c) (3);

s All on the same accounting period as thd central
organization if they are to ba included 1n§group
returns; and P

6 Organizations that have been formad within the

15-month period prior to the data of submigsion of the
group exemption application, if they are clai:ing
section 501(c) (3) status and are subject to the
requirements of section 508(a), and wish to be
recognized as exempt from their dates of creation. A
group exemption letter may be issued covering
subordinates, one or more of which have not been
organized within the 15-month period prior t9 the date
of submission, if all subordinates are willing to be
recognized as axempt only from the date of a plication.

The threshold issue is whether the Districts are under your
general supervision and control, and vhether you meet the
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requirements for the issuance of a group exemption lafter as set
out in Rav. Proc, 80-27. ;

Based on the information furnished it doas not a*poar that
you have any supexvision and control over your member|districts.
In fact, it appears that your member districts control your
operations. Moxreover, the information furnished shows! th

undar tha sdiction and control of the
Purther, the information shows

W are political subdivisions of the S$tata of
W, do not have to file federal income tax

raturns.

As a mattar of information, your Articles do not!contain a
proper dissolution provision as required by saction 1.501(c) (3)-

1(b) (4) of the regulations. To t organizational tesat under
section 3501(c¢) (3), subsection of your governing
instrument should provide that your assets will be digtributed to
an organ bed in section 501(c) (3) of the|Code, or to
the to be used exclusively for a pu*lic
purpose. ' ) _

Baged on the information furnished we conclude that the
are not your subordinates within the meaning of section
.03 o v, Proc. 80-27, supra. .

Further, even if it was established that the Districts are
affiliated with you and are your subordinates within the meaning
of section 3.03 of Rev. Proc. 80-27, , tha information
furnished does not establish that tha Districts are sybject to
your general supervision or control within the meaning of section
4.02 of Rav. Proc. 80-27, supra. , :

Therafora, wa conclude that you have not established that
you meet the requirements of Rev. Proc. 80-27, for the imsuance
of a group exemption letter recognizing your member Districts as
exenpt on a group basis under saction 501(c) of the Coda.

Tharefore, based on the abova, wa conclude that you do not
qualify for the issuance of a group exemption letter recognizing

'~ your member Districts as exempt from federal income tix under
section 501(c) (3) of the Cods.

This ruling does not adversely affect your tax o‘cnpt status
under saction 501(c)(3) of the Code. Your aexemption letter of
remains in full force and effaect.

You have the right to protest this ruling if you believe
that it is incorrect. To protest, you should submit a.statement
of your views, with a full explanation of your reasoning. This
statement must be submitted within 30 days of the date of this |
letter and must be signed by one of your principal officers. You |
also have the right to a conference in this office after your 1
statement is submitted. If you want a conference, you must
request it when you file your protest statement. If you are to
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be represented by someone who is not one of your pringipal
ofticers, that person must file a proper power of atterney and

otherwise qualify under ocur Conference and Practice quuirc:gnts.

If you do not protast this proposed ruling in a fimely
manner, it will be considered by the Internal Revenue| 8ervice as
a failure to exhaust available adwinistrative remedi Saction
7428 (b) (2) of the Code providas, in part, that a daclaratory
judgment or decrea under this section shall not be 1l?u¢d in any
procaodinq unless tha Tax Court, the Claims Court, or| the
District Court of the United States for the District b£ Columbia
datermines that the organization has exhaustaed adminibtrative
remedies available to it within thae Intarnal Revenue Service.

]

when sending additional corraespondence to the In&ornal
Ravenue Service with raspact to this case, you will ckpedite
their receipt by using the following address:

- —

If va do not hear from you within 30 days this ruling will
becoma final and copies will be forwarded to your key District
Diractor in Dallas, Texas. Thereafter, any questions hbout your
federal incowe tax status should ba addressad to that| office.
The appropriate State officiala will be notified of this action
in accordance with section 6104(c) of the Code.

Sinceraly yours,

e ool Ny SE




